SHAREHOLDERS AGREEMENT - GUIDELINE
	1. 
	The shareholders 


	· Names and addresses

· If shareholder is a company: name of company, address, certificate number and place of incorporation  
	

	2. 
	Description of the company
	· name of company, address, certificate number and place of incorporation (if registered)

· details of current capital structure, shareholders & directors (if registered) e.g. share capital, ordinary shares, preference shares etc.
	

	3. 
	
	· Short description of the business of the company or the proposed business of the proposed company.
	

	4. 
	Background of shareholder agreement (optional)
	· Why do the shareholders need an agreement?
	

	5. 
	
	· What do the shareholders want to achieve by entering this agreement?
	

	6. 
	Initial Capital injection 
	· How much capital is required for the company?
	

	7. 
	
	· How will the capital be raised?
	

	8. 
	
	· What/How will the shareholders contribute to the capital?
	

	9. 
	
	· Will any of the capital be contributed “in-kind”? e.g. provision of expertise, networks, time? intellectual property, etc.
	

	10. 
	Future capital injections (optional)
	· How will capital be contributed in the future?
	

	11. 
	
	· What happens to a shareholder who can’t contribute to capital in the future? Can he’s shares be diluted?
	

	12. 
	Ownership
	· What kind of shares are available to the shareholders.

· Ordinary shares

· Preference shares
	

	13. 
	
	· How are shares distributed?
	

	14. 
	
	· Will the current shareholding change following future capital injections?
	

	15. 
	
	· How will shareholders pay for their shares? 
	

	16. 
	
	· When will shareholders pay for their shares? (agreed timelines)
	

	17. 
	
	· What is the procedure for determining the value of the company and valuation of shares?
	

	18. 
	Directors
	· Proposed number of directors?
	

	19. 
	
	· Procedure for election/appointment  of directors
	

	20. 
	
	· Do any of the shareholders have any special rights to appoint directors?
	

	21. 
	
	· Procedure for removal of directors
	

	22. 
	
	· Term of a director and the procedure for retirement and/or rotation.
	

	23. 
	Board of Directors
	· Procedure for election/appointment  of Chairman
	

	24. 
	
	· Does any of the shareholders have any special rights to appoint the chairman?
	

	25. 
	
	· Intervals of meetings e.g monthly, quarterly, bi-annually.
	

	26. 
	
	· What is the quorum of a meeting?
	

	27. 
	
	· What majority is required to pass a resolution? E.g.

· Simple majority (50%)

· Absolute/super majority (67% or 75%)

· Consensus 100 %
	

	28. 
	
	· Are there decisions that must be passed by a super majority (e.g.75% of the vote) or by consensus (i.e. if any director objects the resolution fails)?
	

	29. 
	
	· Does any Director have power to veto decisions of the board?
	

	30. 
	Management 
	· Power and Procedure of appointment of Chief Executive Officer
	

	31. 
	
	· Does any shareholder or director have special power to appoint the CEO?
	

	32. 
	
	· Power and Procedure of appointment of Senior managers e.g. Finance Director
	

	33. 
	
	· Does any shareholder or director have special power to appoint the Senior Managers?
	

	34. 
	
	· Procedure for removal of any officer appointed under special powers/rights held by any shareholder/director.
	

	
	Members/shareholders meetings 


	· Procedure for calling an Annual General Meeting (AGM)
	

	35. 
	
	· Quorum of AGM
	

	36. 
	
	· Majority required to pass a resolution at AGM:

· Simple majority (50%)

· Absolute/super majority (67% or 75%)

· Consensus 100 %
	

	37. 
	
	· Does any shareholder have any special powers to call the AGM
	

	38. 
	
	· Can any shareholder veto resolutions at the AGM
	

	39. 
	
	· Are there decisions that must be passed by a super majority (e.g.75% of the vote) or by consensus (i.e. if any director objects the resolution fails)?
	

	40. 
	
	· Procedure for calling an Extraordinary General Meeting (EGM)
	

	41. 
	
	· Quorum of EGM
	

	42. 
	
	· Majority required to pass a resolution at AGM:

· Simple majority (50%)

· Absolute/super majority (67% or 75%)

· Consensus 100 %
	

	43. 
	
	· Does any shareholder have any special powers to call the AGM
	

	44. 
	
	· Can any shareholder veto resolutions at the AGM
	

	45. 
	
	· Are there decisions that must be passed by a super majority (e.g.75% of the vote) or by consensus (i.e. if any director objects the resolution fails)?
	

	
	Operations 


	· what are the operating guidelines or restrictions (budget approvals, spending limits banking, etc)
	

	46. 
	
	· procedure for preparation (or review) and approval of a business plan (i.e. budget)
	

	47. 
	
	· who are the company's professional advisors (legal, audit, etc.)?
	

	48. 
	
	· Are other agreements required as well, e.g. management contracts, confidentiality agreements, patent rights, etc?
	

	49. 
	
	· Does the company have restrictions on debt acquisition and on the amount of debt it can incur?
	

	50. 
	
	· Control & Mandate of Bank Account(s)
	

	51. 
	
	· Are there expenditure limits and who can approve expenditures over specific amounts? (Board/CEO etc)
	

	52. 
	Dividend Policy
	· How percentage of the profits will be distributed to shareholders as dividends?
	

	53. 
	
	· Is there a grace period between start-up and the first dividend payment?
	

	
	Transfer of shares


	· Procedure of transfer of shares.
	

	54. 
	
	· Pre-emption rights: Is a shareholder who intends to exit the company required to offer his shares to remaining members first?
	

	55. 
	
	· Lock-in period: are the shareholders prevented from transferring shares for an initial period (e.g. 3 or 5 years)?
	

	56. 
	
	· Drag along rights: if a majority of the shareholders sell their shares to one buyer, can they force the minority to sell as well? (total buyout)
	

	57. 
	
	· Tag along rights: if a majority of the shareholders sell their shares to one buyer, can the minority (who were not part of the deal) ride on the deal to sell as well? (total buyout)
	

	58. 
	
	· Procedure for admission of new shareholder(s).
	

	59. 
	Transmission of shares on death of shareholder
	· Can the deceased shareholder’s estate take over the shares and continue as shareholders? (this is the legal default position)
	

	60. 
	
	· Can the company buy out the deceased’s shares and pay the value to his Estate. (this prevents admission of the representatives of the deceased to the company as shareholders).
	

	61. 
	Intellectual property 
	· Who will own intellectual property contributed to the company by a shareholder?
	

	62. 
	Special obligations of shareholders
	· Are there any financial obligations by shareholders (bank guarantees, shareholder loans, etc)?
	

	63. 
	
	· Confidentiality of business information
	

	64. 
	
	· Obligation not to compete with the company
	

	65. 
	
	· Disclosure of conflict of interest
	

	66. 
	Access to information
	· What information, financial statements, reports, etc. can shareholders access?
	

	67. 
	Termination and dissolution of company 
	· What are the circumstances that can lead to termination? (e.g. breach of agreement, bankruptcy, dissolution of company, unanimous consent)
	

	68. 
	
	· What is the procedure for termination?
	

	69. 
	Dispute resolution 
	· Procedure for declaration of a dispute
	

	70. 
	
	· Procedure for initiating Arbitration
	

	71. 
	
	· Enforcement of arbitration outcome.
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